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IMPROVEMENT OF FINANCIAL MANAGEMENT IN THE FEDERAL GOVERNMENT 

Introduction 

In recent years, the financial management practices of the 
Federal Government have been given increasing attention and study 
by the executive agencies and the three central agencies — the 
General Accounting Office, the Bureau of the Budget, and the 
Treasury Department — under the Joint Program for Improving 
Accounting. In addition, the recent (Hoover) Commission on 
Organization of the Executive Branch of the Government conducted 
a critical appraisal of existing practices that resulted in a 
series of recommendations for further development of financial 
management in Government. 

Those recommendations were contained in the Budget and 
Accounting Report submitted to the Congress by the Commission 
in June 1955 • Major proposals in that Report suggested strength- 
ening the managerial and budgeting functions of the Bureau of 
the Budget, placing additional emphasis on the accounting func- 
tions of the Bureau and the executive agencies, and broadening 
the development and use of costs in the financial affairs of 
Government. Other recommendations were directed toward related 
improvements in budgeting, accounting, and reporting practices. 

A complete list of the Commission’s recommendations in the 
Budget and Accounting Report is provided in the appendices. 

(See Appendix I.) 

The proposals of this second Hoover Commission, in effect, 
represented a broad endorsement of the objectives and activities 
of the Joint Accounting Program. Presented against a background 
of the progress made in recent years, they identified problems 
which should be given priority attention at this time. The 
central agencies in the Joint Accounting Program are now taking 
steps in accordance with those proposals. 

Of these central agencies, the Bureau of the Budget is most 
directly affected by the recommendations of the second Hoover 
Commission. Sinoe those proposals were made, the Bureau has 
taken positive action toward implementation of the recommenda- 
tions. It is the purpose of this pamphlet to relate these 
actions to existing practices, and discuss plans for further 
development and improvement as they affect agencies throughout 
the Government. 
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Background 


Basic legislation pertaining to the Bureau of the Budget is 
contained in the Budget and Accounting Act, 1921. This Act established 
the Bureau and identified its basic budget and management functions. 

In relation to those assigned functions, the Act of 1921 placed respon- 
sibility in the Bureau, when directed by the President, for making 
detailed studies of agency organization, activities, and business 
methods that would enable more efficient and economical operations. 
Executive Order No. 82I4.8 of September 8, 1939, outlined the continuing 
responsibilities of the Bureau of the Budget in these fields. 

With the advent of the Joint Accounting Program in 19h8, the 
Bureau established a staff unit to carry cut the responsibilities of 
the Director of the Bureau of the Budget under the Joint program. 

This was a relatively small operation in which primary emphasis was 
\l placed on coordinating the Bureau's budget and management activities 
\\ with developments in the improvement of accounting and financial 
»\ reporting under the Joint Accounting Program. 

The Budget and Accounting Procedures Act of 1950 more specifically 
identified the accounting role of the Bureau of the Budget. That Act 
expressed the intent of Congress that maintenance of accounting systems 
and development of financial reports were the responsibility of the 
. executive branch; that emphasis should be placed on effecting orderly 
A improvements toward more effective financial management practices; and 
\\ that the Treasury Department, the General Accounting Office, and the 
Bureau of the Budget should conduct a continuous program for the 
improvement of accounting and financial reporting. 

It specified that "the accounting of the Government provide ... 
adequate financial information needed in . . . the formulation and 
execution of the Budget"; that the accounting systems of the various 
agencies should be designed to provide "reliable accounting results 
to serve as the basis for preparation and support of the agency's 
| budget requests, for controlling the execution of its budget, and 
\ for providing financial Information required by the Bureau of the 
\ Budget"; and that the central financial reports of the Government 
• to be prepared by the Treasury Department should include "such 
financial data as the Director of the Bureau of the Budget may 
require in connection with the preparation of the Budget or for 
other purposes of the Bureau." 

In addition, the Budget and Accounting Procedures Act of 1950 
authorized and directed the President, through the Bureau of the 
Budget, to evaluate and develop improved plans for the organization, 
coordination, and management of the executive branch of the Government 
with a view to efficient and economical service. 
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Current Developments 

The Budget and Accounting Report of the second Hoover Commission 
gave recognition to the value of the Joint Accounting Program and the 
improvements that had been made by the executive agencies in the con- 
duct of their financial affairs. It recognized the cooperative 
assistance furnished by the General Accounting Office to the agencies, 
and stressed the need for greater stimulation of agency improvements 
within the executive branch. In this connection, it noted the com- 
paratively limited participation of the Bureau of the Budget in this 
joint effort, and emphasized this need by recommending a strengthening 
of the Bureau's participation and the establishment of a new staff 
Office of Accounting to provide the leadership required. 

The latter proposal was intended to emphasize the accounting role 
of the Bureau of the Budget, to establish responsibility for accounting 
improvements in close proximity to existing responsibilities for budgetary 
improvements, and to give the accounting function increased stature in 
the executive branch. To insure the desired results, the Commission 
proposed that the new Office of Accounting be headed by an Assistant 
Director for Accounting, who would be given responsibility for develop- 
ing and carrying out a comprehensive plan for accounting and reporting, 
and for assisting executive agencies in the introduction of modern 
accounting methods and the development of competent accounting and 
auditing organizations. 

After extensive evaluation and consideration of the Commission's 
budget and accounting proposals throughout the executive branch, the 
Director of the Bureau of the Budget developed plans for putting those 
recommendations into effect. As a first step, the accounting improvement 
staff in the Bureau were placed in an Office of Accounting under an 
Assistant Director, who was given responsibility for providing the 
desired leadership in this effort. The President approved these plans, 
as reflected in his correspondence with the Director of the Bureau on 
this subject. (See Appendix II.) 

On May 10, 1956, the President transmitted to the Speaker of the 
House of Representatives a request for a supplemental appropriation to 
enable the Bureau of the Budget to carry out the recommendations of 
the second Hoover Commission for further improvement in executive 
branch budgeting, accounting, and management generally. In recognition 
of his responsibilities under section 10U of the Budget and Accounting 
Procedures Act of 1950, the President stated: "Expansion of the staff 
resources of the Bureau of the Budget is needed in order that the 
Bureau may provide, on my behalf, more active central leadership in 
the advancement of administration in the executive agencies." (See 
Appendix III.) 
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With the supplemental funds appropriated, additional staff have 
been obtained for the Office of Accounting, to make a start toward the 
type of program visualized by the second Hoover Commission. Experience 
accumulated in the initial phase of this program will be used as the 
basis for further development according to the identified need. 

The accounting staff of the Bureau will continue to work closely 
with the staff of the Bureau of the Budget that are responsible for the 
budget and management functions. This will serve to insure appropriate 
coordination of related requirements and the development of properly 
integrated budget and accounting systems. The additional staff facili- 
ties of the Bureau of the Budget will enable increased emphasis on 
working with the executive agencies in their developmental efforts. 

Financial management improvement efforts will continue to be 
carried out within the framework of the Joint Accounting Program. 

This program was initiated originally to give recognition to the need 
for joint action in the accounting field by the executive and legisla- 
tive branches, and to avoid the jurisdictional conflicts that had 
arisen in previous attempts to effect improvements. Considerable 
progress has been made in this cooperative effort in recent years, 
and the additional staff facilities in the Bureau of the Budget are 
intended to provide greater executive branch participation and thus 
enable more rapid accomplishment of the stated objectives of the joint 
program. 

Improvement Objectives 

Financial management objectives have been identified and defined 
\ as a result of cooperative efforts in recent years toward the use of 
l\ improved budgeting, accounting, and reporting practices. They are 
l\ reflected in the fundamental concepts of the Joint Accounting Program, 
in the principles and standards prescribed by the Comptroller General, 
and in the instructions of the Bureau of the Budget and the Treasury 
Department. These principles, standards, and instructions, which may 
be restated from time to time as experience indicates, will be used as 
guides by the Bureau of the Budget in carrying out its assigned func- 
tions. 


The second Hoover Commission's Budget and Accounting Report 
endorsed these objectives by presenting recommendations that were con- 
sistent with current improvement efforts. The evaluation and analysis 
of these proposals in the executive branch resulted in the general 
acceptance of most of the recommendations or their objectives, with 
the recognition, however, that complete implementation of these recom- 
mendations necessitated a long-range program because of the basic 
nature of many of the changes to be made. 
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Based on this analysis, the President recognized this Report as a 
document of great public significance. In his letter to the Director 
of the Bureau of the Budget on April 26, 1956 (see Appendix II), the 
President expressed his desire that the executive agencies intensify 
their efforts along these lines. In this and his related message to 
the Congress on May 10, 1956 (see Appendix IV), the President noted 
that executive branch efforts on many of these proposals would require 
close coordination with the legislative branch, and urged early con- 
gressional enactment of appropriate legislative proposals. 

Congressional Action 


The Congress gave evidence of its interest in these recommendations 
by the many bills that were introduced and the full hearings that were 
held on the subject of budget and accounting improvements. Early in the 
second session of the 81* th Congress, identical bills were introduced in 
each House covering the Commission's recommendations which were con- 
sidered to need legislation for effective implementation. These bills 
covered 16 of the recommendations — those on financial organization, 
central accounting and reporting, accounting and budgeting on a cost 
basis, allotment and accounting improvements, consistent financial and 
organization classification, internal auditing, and the location of 
Bureau personnel in the agencies. 


The hearings made clear the need for administrative flexibility 
on some of the recommendations involved, with the result that the 
initial legislative proposals were superseded by revised bills which 
would provide legislation consistent with the implementation plans of 
the executive branch. At the hearings on one of the revised bills 
(S. 3897, subsequently Public Law 863 ), the Comptroller General and 
the Director of the Bureau of the Budget strongly endorsed the proposed 
legislation in their testimony and urged its speedy enactment. They 
indicated that improved financial administration could not be accom- 
plished solely by legislation, but that the proposed bill would be 
helpful in establishing congressional policy, and in creating a frame- 
work for more rapid progress in Government-wide improvement efforts. 

The Secretary of the Treasury submitted a letter that indicated his 
complete support of the objectives of the Commission's recommendations, 
and pointed out that the bill would enable agencies to move forward in 
a vigorous improvement program. 


As a result of these legislative considerations, two public laws 
related to the proposals of the second Hoover Commission were enacted. 
The first of these — Public Law 798 (see Appendix ?) •— was signed by 
the President on July 25, 1956. As originally introduced, it would 
have implemented two of the Commission's proposals — those providing 
for merger of the unliquidated obligations of appropriations made for 
the same general purpose, and agency payment of claims. As enacted, 



403274 O—50 2 


5 


Approved For Release 2000/08/29 : CIA-RDP78-05252A0001 001 10003-3 



Approved For Rel<*ale 2000/08/29 : CIA-RDP78-052fi^0001 001 10003-3 

Public taw 7?8 continues the requirement of separate appropriation 
accounts for two fiscal years after the fiscal year for which the 
appropriation was made, but provides for improvement of the claim 
procedures. Implementing regulations have been developed and issued 
by the General Accounting Office to effectuate certain provisions of 
this lawj others will be issued subsequently by the central agencies 
involved. 



The second bill enacted by the 8Uth Congress — Public Law 863 
(see Appendix VI) — was signed by the President on August 1, 1936. 

This wa3 the major legislative proposal on the budget and accounting 
recommendations of the second Hoover Commission. As introduced, it 
covered nine of those recommendations, including provisions for gradual 
conversion to a procedure under which the Congress would appropriate 
funds in terms of "accrued expenditures," the use of costs in account- 
ing and budgeting in the executive agencies, the improvement of agency 
allotment practices, and the development of consistency in financial 
and organization classifications. During consideration of this bill 
by the Congress the provision for appropriating funds on the "accrued 
expenditure" basis was deleted. A statement issued by the President 
when he signed this bill is included as Appendix VII. 



Public Law 863 constitutes an important keystone of this financial 
improvement effort. It establishes in law a basic principle for Govern- 
ment budgeting and accounting — the development and use of cost 
information. It provides an expression of intent on the part of the 
legislative branch, which together with the President’s statement on 
policies of the executive branch, provides a firm basis for moving 
forward in the improvement of financial management as rapidly as 
available resources permit. 


Pattern of Improvement Effort 



Public Law 863 provides the broad outline of the immediate objec- 
tives of the Bureau of the Budget in its work with the operating 
agencies under the Joint Accounting Program to improve financial 
management of the executive branch. As indicated above, the various 
sections of the law as enacted cover the following: 


1. Accounting on an accrual and cost basis. Section 2(b) and (c). 

2. Budgeting on a cost basis. Section 1. 

3. Use of consistent classifications. Section 2(a), items (1) and (2). 
U. Justification data by organization. Section 2(a), item (3). 

3. Simplification of allotment structure. Section 3» 

The more detailed discussion of each of these, as set forth below, 
provides guides for agency use in the development of needed improvenent 
plans. 
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Accounting on an Accrual and Cost Basis 

Public Law 863 provides that the head of each executive agency 
shall take steps as soon as practicable to convert the agenoy accounting 
system to the accrual basis, including the installation of adequate 
monetary property accounting records as an integral part of the system. 

It further provides that such action shall be taken in accordance with 
principles and standards prescribed by the Comptroller General, with a 
view to facilitating the preparation of cost-based budgets. 

An accrual accounting system is one which gives recognition to 
the receipt of goods and services and the consumption or use of 
resources, ana reflects the assets and liabilit iesr f h addltion j tio 
facilitate the preparation of cost— based budgets, such a system records 
these transactions on a basis that is integrated with records of obli- 
gations incurred as well as disbursements made. 

Thus, an accrual accounting system in a Government agency develops 
information as needed on costs of goods and services used, accrued 
expenditures, disbursements, and obligations. It incorporates financial 
controls that are consistent with management responsibilities — — generally 
providing for broad fund controls in terms of limitations on obligations 
at a fairly high level of agency operations, and more detailed controls 
in terms of estimates of specific costs attributable to each of the 
agenoy programs. 


In contrast to the traditional accounting system in Government, an 
accrual accounting system provides additional and more useful informa- 
tion, since it refleots not only the availability of funds, but also 
furnishes data on resources on hand in an agency, and the actual use 
of such available resources. Cost data on the use of resources are 
essential to agency management for effective budgeting practices* The 
costs of a given operation must be known to enable the most accurate 
determination of funds needed to finance a planned program. Similarly, 
in carrying out a program, cost information is needed so that these 
data can be related to work accomplishments and the operating officials 
may be advised of the progress actually being made on the job, in 
addition to the rate at which available funds are being used. 

In accordance with the principles and standards issued by the 
Comptroller General, -frhe deg ree to which the aocrual basis will be 
applied in individual agencies will vary wi th the kind of operations 
.conduct ed^ The accounting provisions of Public Law 863 mean at a 
minimum that all agency systems which currently develop only obliga- 
tion and disbursement data should be refined to produc e also at 
appropriate time intervals information on accrued expenditures — the 
cost of goods and services received. Depending on the type of program 
conducted by the agency, this change in the agency accounting system 
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nay involve further refinement to produce information on the cost of 
goods and services used, the cost of items procured or produced, or 
the cost of work in place. The accrual basis should be applied in 
each case to the extent that the additional information obtained will 
be more useful to agency management in the conduct of operations, and 
provide for more complete and accurate disclosure of financial status 
and the results of agency operations. In all cases, accounting on an 
aocrual and cost basis must be integrated with such other accounting 
records as are needed to provide for control and information on obli- 
gations and to provide for information on disbursements. 

Budgeting on a Cost Basis 

Public Law 863 provides that agency appropriation requests sub- 
mitted to the Bureau of the Budget shall be developed from cost-based 
budgets in such manner and at such times as may be determined by the 
President, and that the Budget transmitted to the Congress shall contain 
information on program costs and accomplishments at such times as may 
be practicable. It also directs agencies to use such cost-based budgets 
internally for administration and operation, and as the basis for making 
allotments. 


Budgeting practices such as these are currently in use in a number 
of agencies, including four for which cost-based appropriation presen- 
tations were made in the 1957 Budget Document. While Public Law 863 was 
under consideration by the Congress, the Appropriations Committee of the 
House of Representatives commented, in House Report No. 2638, July 7, 
1956, on the further extension of this practice. The Committee said in 
parti 


• There has been a gradual increase, over the past 
five years, in the number of activities of the Government 
whose accounts and/or budgets are on a cost basis. It was 
testified that the current recommendation /of the second 
Hoover Commission/ does not require implementing legislation, 
and can be accomplished without any basic change in the pres- 
ent method of appropriating funds. Continuation of this 
evolution, as to significant appropriation items, is recom- 
mended and approved by the CoImnittee. ,, 

Accordingly, additional cost-based appropriation presentations will be 
made in the 1958 budget, and this expansion will continue in future 
years consistent with agency progress in improving existing budget and 
accounting systems in accordance with Public Law 863. The four pre- 
sentations of this type in the 1957 budget, and illustrations of the 
different forms of cost-based appropriation presentations as shown in 
Bureau of the Budget Circular No. A-ll, are furnished in the appendices. 
(See Appendix VIII.) 
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As indicated by the Circular No. A-ll illustrations, a cost-based 
budget relates accomplishments and future work plans to costs in terms 
of resources consumed, work in place, or, in the case of a procurement 
program, items procured or produced. Such a budget also identifies the 
resources on hand which are available for application to the program 
financed by the appropriation, the value of goods and services that 
have been ordered but have not been received, and the total obligations 
required to finance the program. 


An effective budget system depends on the accurate forecasting of 
requirements for a planned program. The estimates should be based on 
past experience as recorded in the accounts and should take into oon- 
sideration all factors that have a bearing on the financing and conduct 
of the program under consideration. In the final analysis, despite the 
other pertinent considerations, an estimate of requirements can only be 
a v4.^?°d as ^ >as ^ 3 us ®d. A budget developed through use of cost data 
obtained from an accrual accounting system provides the most accurate 
measure of past experience and brings into consideration the use of 
obligating authority and other pertinent financing factors. It there- 
fore furnishes the most complete disclosure and is of major benefit 
for review and analysis of a budget request. 

The significance of a cost-based budget varies with the type of 
program conducted by the agency. When inventories and long lead-time 
programs are involved, the cost-based budget provides its greatest 
benefit because of the identification of carryovers of available 
resources from one year to another. In addition, the evaluation of 
ong— range programs can more effectively be made because the accrual 
basis of accounting identifies the use of resources in relation to the 
time period involved. In agencies where the carryover of resources is 
not substantial, the change in presentation resulting from use of a 
cost-based budget may be relatively minor. In such cases, however, 
benefits are derived in terms of the more precise budget and accounting 
practices required for this purpose. 

In view of the benefits to be derived, cost-based budgets will be 
used throughout the Government to the fullest extent practicable. This 
will be accomplished on a gradual basis in accordance with the pertinent 
provisions in Bureau of the Budget Circular No. A-ll, i.e., at such 
time as the agency involved employs an accrual accounting system that 
will support such a presentation and provides data useful for its 
operating purposes and for analysis of budget requirements. Plans in 
each agency for improvement of financial management should therefore 
include appropriate provisions for the development of cost-based 
budgeting procedures, and should give priority attention to those 
organizations and appropriations for which the conversion would have 
the greatest significance. 
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U M of Consistent Classification* 

Public Law 863 also provides that each agency, in consultation 
with the Bureau of the Budget, shall take whatever steps are necessary 
to develop, insofar as possible, consistent budget and accounting 
classifications synchronized with the agency's organization structure. 

For effective integration of the budgeting and accounting func- 
tions, common classifications should be emplqyed for programing, 
budgeting, accounting, and reporting purposes. In the application of 
this principle, accounting classifications should be developed that 
will provide accounting support for the data required for the Budget 
Document. 

Efforts toward development of the desired relationship between the 
agency budget and accounting classifications should be consistent with 
the pertinent provisions of Bureau of the Budget Circular No. A— 11. 

For example, the accounts should, to the extent practicable, be cor- 
related with the activity classification used in the Budget Document 
to provide a firm accounting basis for the activity presentation. 
Similarly, the accounting system used by the agency should enable 
development of (a) information for certain uniform classifications of 
the sources of amounts available, and categories of balances needed 
for statements in the Budget Document j (b) classifications of data 
for special analyses in the Budget, such as public works, research 
and development, investment expenditures j and (c) information for the 
uniform classification of transactions by object as required in the 
Budget Document. 

With respect to synchronization with the agency's organization 
g true tu re , this provision does not mean that the budget activity 
classification and the organizational structure have to be identical, 
but does require at a minimum that they be systematically related to 
one another. For example, a single activity classification may be 
used to cover two or more organization units, provided the basic 
accounting classifications are susceptible to combination either by 
activity or by organization. 

Justification Data by Organization 

In connection with the provision for synchronization between 
accounting and budget classifications and the organization structure. 
Public Law 863 also provides that each agency, in consultation with 
the Bureau of the Budget, shall take whatever action may be necessary 
to- achieve, insofar as possible, support of the budget justification 
by information on performance and program costs by organizational units. 
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Where budget activities and organisational units coincide, no 
special effort is necessaiy to comply with this requirement, 
they do not coincide, the budget justifications should contain inf or- 
ation by organisational units. Generally, this will require W 
analysis a breakdown hy organisation unit of financial data fo 
activity, to enable appropriate disclosure in the justification 
maSriSs. Similarly, the justifications should toeakdoro dataon^ 
accomDlishinents, including work measurement information, by organise 
tion unit insofar as possible. These justification materials should 
be°pr«®ented on . heel. oonoiotont with the type of presentetl^ 
in the Budget Document. When an agency converts to a oost-based budget 
in accordance with Public Law 863, for example, the justification 
material also should be changed to a cost basis. 

Simplification of Allotment Structure 

The Antidefioiency Act is amended hy Public Law 863 to Provide Q 
that agencies shall work toward the objective of financing each 
operating unit, at the highest practical level, hy a single allotment 
from each appropriation or fund involved. 

The allotment structure normally represents of 

Riihdl vision of available appropriations or funds, within the limits of 
S Bureau at the Budget. The agency regula- 

tions that prescribe the system of administrative control required by 
the Antideficiency Act are subject to the approval of 
the Bureau of the Budgets 

To conform to Public Law 863, allotments of funds .should bemage 
at the high est practicable level, consistent with the 
-^^SiSSgement for control of obligations, and ary limitations on 
the use of funds imposed by the executive and legislative branches. 
Looimtine nroeesses other than allotments should_be employed to 
ri%vel?optiecesBarr~operating or management da te through^ of coat 
classifications • 

The lack of such cost classifications in the traditional accosting 
system in Government in many cases has led to use of a complex allotment 
structure that was developed primarily to satisfy a manage^nt need^^ 
operating information as opposed to being used solel&tor th 
purposeof controlling available funds. This Provision in Public Law 
863 is intended to focus agency attention on existing allotment pr 
tloes and to stimulate improvement action. 
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Other Phases of Improvement Effort 

In addition to the improvements necessary to conform to the 
provide* „f Public to 863, attention will alao bTgS-ln L ^ 

ob*2M I *° * ttain - withln the provisions of editing law The 
fl^+^ i + °fu° ther "commendations of the second HooverCommission 
S £ ° f the **«* and Ac counting Pi^cedu^s 

nrnr T ° i f lustra te, the conplexities of financial management in 
Government require close coordination of the budget and accounting 

“'!i!?rt.rr- Aa „ p " t 01 lte expanded improvo«„t effSt 

edltiln T" f tto Bodget wU1 giTe attention to the 

isting organization for financial management in the agencies to 

iTSo^r? “T "“J “ ie appropriate to the Sencv 

provides for adequate coordination of budgeting and aem 7 

S e oS b of C the f Co5Sssi al .° rganiZati ° n the agen ^ es TOa highlighted 
Public Law * 1 * "commendations that is not covered by 

accounting legislation^nitiaif that ™ co T endation » the budget and 
x» ® ® ^ initially considered by the Congress nroviderf 

£5 « oompfcrollere in executive agenliee. 

£S3S£r «r 

S 

Responsibilities and Assistance 


essentially Je^btoiS^ISecU^ wfSte'as^oon^s^SbJe. 18 

Gover^nSJiJrSsis^ ^ 0vein6n i of * tnancial management on a 
Program Whi2 coordinated ™der the Joint Accounting 

the General Accounting Office anH%h« ^ f the Bureau of the Budget, 
guidance and assista^e in the deli Tr ! as ^ jr ^PWtment will provide 
to the extent o^STr^l 
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APPENDIX I 


RECOMMENDATIONS 

OF COMMISSION ON ORGANIZATION OF THE 
EXECUTIVE BRANCH OF THE GOVERNMENT 
ON 

BUDGET AND ACCOUNTING 


Recommendation No. 1 


(a) That the Bureau of the Budget expand and make more effective the 
discharge of its managerial and budgeting functions; 

(b) That in order to do this, among other things, it should place in 
iaq?ortant agencies one or more well qualified employees whose duties 
should include continuous year-round review, at the site of the agency, 
of agency budget preparation aid administration and other facets of the 
Bureau’s managerial responsibilities; and 


(c) If necessary, the Congress should increase the 
Bureau of the Budget for that purpose. 


resources of the 


Recommendation No. 2 


That the executive agencies report annually to the Bureau of the Budget 
on the conduct of their operations. On the basis of the agencies’ reports 
and other available information, the Bureau should prepare for the Presi- 
dent an annual report on performance for the executive branch as a whole. 

Recommendation No. 3 

Hiat for management purposes, cost based operating budgets be used to 
determine fund allocations within the agencies, such budgets to be 
supplemented by periodic reports on performance. 

Recommendation No. li 

That the executive budget continue to be based upon functions, activities 
and projects adequately supported by information on program costs and * 
accomplishment, and by a review of performance by organizational units where 
these do not coincide with performance budget classification. 

Recommendation No. 5 

That the agencies take further steps to synchronize their organization 
structures, budget classifications, and accounting systems. 

Recommendation No. 6 

That executive agency budgets be formulated and administered on a cost 

wA$i,8 • 
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Recommendation No. 7 

That the executive budget and congressional appropriations be in terms 
of estimated annual accrued expenditures, namely, charges for the cost of 
goods and services estimated to be received. 

Recommendation No. 8 

That legislation committing the Government to continuing expenditures 
for special programs which are not susceptible to the usual budgetary 
control or dinar ily be enacted for a limited tern in order to require 
periodic congressional review of their usefulness. 

Recommendation Mo. 9 

That the Bureau of the Budget keep such programs under continuing review, 
and the President 1 s budget contemplate amendments to them when their 
operation conflicts with current budgetary policy. 

Re commendation No. 10 

That there be established under the Director of the Bureau of the Budget 
a new Staff Office of Accounting headed by an Assistant director for 
Accounting, with powers and duties as follows: 

(a) To develop and promulgate an overall plan for accounting and report- 
ing, consistent with broad policies and standards prescribed by the 
Comptroller General. These broad policies and standards should continue 
to be developed in cooperation with the executive branch. 

(b) To expedite, guide, and assist in the introduction of modem account- 
ing methods in the executive agencies consistent with the overall plan. 

(c) To set reasonable but definite time schedules for performance and to 
watch progress. 

(d) TO stimulate the building of competent accounting and auditing or- 
ganizations in the executive agencies and to assist actively in the 
selection, training, and retention of capable personnel. 

(e) To report at least annually to the Budget Director with respect to 
the status of accounting in each of the executive agencies. 

Recommendation No. 11 

That as an aid to financial management the position of comptroller be 
established in the principal agencies and major subdivisions thereof em- 
bracing the following duties and functions: 
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(a) To direct the setting up and maintenance throughout his agency of 
adequate accounting and auditing systems and procedures in conformity with 
the provisions of the Budget and Accounting Procedures Act of 1950. 

(b) To direct the recruitment, training, and development of qualified 
accounting personnel. 

(c) To develop and be responsible for reliable and informative financial 
reports for (1) internal management purposes and (2) for issue to the 
Congress and other executive departments or agencies. 

(d) To interpret and advise upon significant aspects of the financial 
reports. 

(e) To direct the preparation, and review execution of budgets pre- 
pared at operating levels for the information of top management which is 
responsible for budget policies. 

Recommendation No. 12 

That the selection of agency comptrollers and the building of compe- 
tent accounting organizations in the executive agencies through the 
selection, training, and retention of capable personnel be an important 
phase of the guidance and help to be given by the Assistant Director for 
Accounting in the Bureau of the Budget. 

Recommendation No. 13 

That the allotment system be greatly simplified. As an objective each 
operating unit should be financed from a single allotment for each 
appropriation involved in its operations. /' 

Recommendation No. lit 

That Government accounts be kept on the accrual basis to show currently, 
completely and clearly all resources and liabilities, and the costs of 
operations. Furthermore, agency budgeting and financial reporting should 
be developed from such accrual accounting. 

Recommendation No. 15 

That after appropriate accrual and cost accounting techniques have been 
established by the Government agencies, the creation or continuation of 
revolving funds should be reviewed to determine whether they will add to 
efficient management. 

Recommendation No. 16 

That the executive agencies accelerate the installation of adequate 
monetary property accounting records as an integral part of their 
accounting systems. 

IS 
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Recommendation No* 17 

That each department and agency be authorized to maintain a single 
account under each appropriation title or fund for controlling the 
amount available for the liquidation of valid obligations* 

Recommendation Mo* 18 


That vouchers which are otherwise valid but as to which appropriations 
have lapsed should not be referred as ••claims 11 to the General Accounting 
Office, but should be settled within the agencies* 

Recommendation No* 19 

That the Comptroller General be given the authority to relieve account- 
able officers of financial liability except where losses result from their 
gross negligence or fraud. 

Recommendation No* 20 

That the Bureau of the Budget and General Accounting Office make a study 
to determine what can be done to eliminate (a) duplicate accounts within 
the Treasury Department, and (b) duplicate accounting as between the 
Treasury Department and the various departments and agencies* 

Recommendation No* 21 

That increased and continuing emphasis be placed upon the review and 
modernization of central fiscal reports by the Treasury Department to 
the end that they may meet the changing requirements of the executive 
branch, the Congress, and the public. These fiscal reports should show 
the Government 1 s cash position and related cash transactions* 

Recommendation No* 22 


That Congress consider amending the Budget and Accounting Procedures 
Act of 19^0 to make the Bureau of the Budget responsible for developing 
comprehensive reports (other than purely fiscal reports) showing the 
financial results of the activities of the Government as a whole and of 
its major component activities# 

Recommendation No* 23 

That in selecting individuals for comptrollership, civilians with 
broad management and accounting experience and competence be appointed. 
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Recommendation No. 2lt 

That the comptrollers in the military departments be responsible only 
to -the Secretary of their respective services, and that concurrent re- 
sponsibility to a Chief of Staff or equivalent be discontinued. 

Recommendation No. 2g> 

That the Bureau of the Budget and the General Accounting Office be 
requested to make an intensive study to determine the adequacy of 
internal auditing in Government agencies and what steps should be 
taken to improve it. 
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EXCHANGE OF CORRESPONDENCE ON 
BUDGET AND ACCOUNTING RECOMMENDATIONS 


APPENDIX II 


THE WHITE HOUSE 
(April 29, 1956) 

The White House released today an exchange of correspondence between 
the President and Per civ al F. Brundage, Director of the Bureau of the 
Budget, with respect to the Hoover Commission recommendations on budget 
and accounting. Steps have already been taken to put part of these 
recommendations into effect. 

The first recommendst ion of the Commission report on Budget and 
Accounting called for an expansion of the Bureau of the Budget in order 
to make more effective the discharge of its managerial and budgeting 
functions. ~ ' 

Recommendation No. 10 proposed that there be established under the 
Director of the Bureau of the Budget a new Staff Office of Accounting 
headed by an Assistant Director for Accounting with power and duties as 
follows: 

"a. To develop and promulgate an overall plan for accounting and 
reporting, consistent with broad policies and standards prescribed by the 
Comptroller General. These broad policies and standards should continue 
to be developed in cooperation with the executive branch. 

”b. To expedite, guide, and assist in the introduction of modern 
accounting methods in the executive agencies consistent with the overall 
plan. 


"c. To set reasonable but definite time schedules for performance 
and to watch progress. 


"d. To stimulate the building of competent accounting and auditing 
organizations in the executive agencies and to assist actively in the 
selection, training, and retention of capable personnel. 


" e * J° re P or " fc at least annually to the Budget Director with respect 
to the status of accounting in each of the executive agencies." 


These recommendations have been accepted 100 percent. Assistant 
irector Percy Rappaport has been placed in charge of a new Staff Office 
of Accounting and, in collaboration with representatives of the General 
Accounting Office and the Treasury Department, will strengthen the Joint 
Accounting Program in order to bring about more rapidly desirable im- 
provements in budget and accounting and management generally. Many of th< 
other proposals of the Budget and Accounting report are also being adoptei 
at once and others are being discussed with the Congress and the other 
departments of the executive branch. 


The letters and accompanying memorandum are attached hereto. 
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COPY 

EXECUTIVE OFFICE OF THE PRESIDENT 

BUREAU OF THE BUDGET 
WASHINGTON 25, D. C. 


APRIL 23, 1956 


Dear Mr* Presidents 

The Bureau of the Budget has substantially completed its analysis 
of the recommendations in the Budget and Accounting Report of the 
Commission on Organization of the Executive Branch of the Government, 
submitted to the Congress on June 20, 1955* In making that analysis 
we have had helpful comments from the departments and agencies of the 
executive branch, your Advisory Committee on Government Organization, 
and your personal assistant for the Hoover Commission studies, Mr. Meyer 
Kestribaum. Transmitted with this letter is a report setting forth the 
status of our review and outlining the actions that are being taken to 
carry out many of the Commissions recommendations. 

The Commission^ Budget and Accounting Report highlights signif- 
icant problems of financial administration in the Government and sets 
important and desirable objectives. The Commission is to be commended 
for its excellent job. 

Many of the recommendations endorse constructive efforts which 
were started following the reports of the first Hoover Commission. The 
report also supports to a marked degree the current efforts of the 
Joint Accounting Program conducted by the General Accounting Office, 
the Treasury Department, and the Bureau of the Budget, with the parti- 
cipation of the executive departments and agencies. While approving 
the objectives of our work, the Commission suggested additional emphasis 
and greater concentration of effort in order to bring about more rapidly 
desirable improvements in budgeting, accounting, and management generally. 

In considering the adoption of the Commission^ proposals, it must 
be recognized that they involve the functions and interests of the 
Congress to a considerable degree because of the Constitutional role 
of the Congress in the creation and financing of Government programs. 
Action in the executive branch to carry out some of the Commissions 
proposals will require the closest coordination with the legislative 
branch to insure full satisfaction of all of the interests involved. 

With the support which the Commission has given, greater progress 
can be made toward the attainment of mar y generally accepted objectives. 

On the report as a whole, we can assure you that the Bureau*s work on 
implementation will proceed as rapidly as its resources permit. 

Sincerely yours, 

(Signed) Percival F. Brundage 
Director 


The President 

The White House 
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THE WHITE HOUSE COPY 

WASHINGTON 

April 26, 1956 

Dear Mr. Brundage: 

I have reviewed your analysis of the Hoover Commission^ Report on Budget 
and Accounting, transmitted with your letter of April 23, 1956. Your plans 
for carrying out the Commissions recommendations represent a constructive 
approach toward realizing the Commissions objective of strengthening the 
budget and accounting processes of the Federal Government. 

The Hoover Commissions Report on Federal budgeting and accounting is a 
document of great public significance. I join the citizens of the Nation 
in thanking the Commission for this as well as for the other important 
studies which it has made. Moreover, because the formulation and adminis- 
tration of the Federal Budget are vital responsibilities of the Chief Bxecu- 
tive, I am especially and personally appreciative of the contribution which 
Mr. Hoover and his distinguished associates have made in proposing improve- 
ments in budget and accounting systems which will enable more effective 
management and control of the programs administered by the executive branch. 

I consider it desirable and necessary that the executive departments and 
agencies intensify their efforts, along the lines indicated in your analysis, 
to establish budget and accounting systems that will provide better financial 
information and enable both the improvement of our budget presentations and 
the strengthening of our budget controls. In addition, I approve of your 
plans to have the Bureau of the Budget give greater emphasis in its work to 
the evaluation and advancement of administration in the executive agencies, 
as a means of more rapidly bringing about improvement in organization and 
management, including more effective budgeting and accounting practices, 
throughout the executive branch. 

I commend to the Congress its consideration of those Hoover Commission budget 
and accounting proposals which are particularly pertinent to the role and 
functions of the Congress, with the assurance that the executive branch will 
cooperate fully in actions to strengthen the appropriation and financial con- 
trol processes of the legislative branch. 


Sincerely, 

(Signed) DWIGHT D. EISENHOWER 


The Honorable Percival F, Brundage 
Director, Bureau of the Budget 
Washington 25, D. C. 


20 


Approved For Release 2000/08/29 : CIA-RDP78-05252A0001 001 10003-3 



Approved For Relea®* 2000/08/29 : CIA-RDP78-0525^0001 001 10003-3 

0 EXECUTIVE OFFICE OF THE PRESIDENT 

P BUREAU OF THE BUDGET 

I 


Analysis of the Budget and Accounting Report of the 
Commission on Organization of the Executive Branch of the Government 


General 

The Budget and Accounting Report of the Commission on Organization 
of ^he Executive Branch of the Government offers constructive proposals 
for improving the financial processes of the Government. Consideration 
of the recommendations in that report by the executive Branch has provided 
an opportunity for the reexamination of many present practices and 
objectives. It also has led to the development of actions for 
accelerating efforts to provide budget and accounting systems that will 
make a more effective contribution to the management of the Federal 
Government. 

The Budget and Accounting Report includes 2J? recommendations 
pertaining to budgeting, accounting and auditing practices, financial and 
performance reports, financial organization, and related matters. Those 
recommendations, in general, urge additional emphasis and greater 
concentration of effort on actions to provide accounting systems thro ugh out 
the Government that will produce better financial information and on the 
improvements in budget presentations and controls which better accounting 
information and systems wxll make possible. The report also proposes 
expansion of the Bureau of the Budget in order to enable the more 
effective discharge of the Bureau* s managerial and budgeting functions, 
with recognition that the strengthening of the Bureau of the Budget has 
a direct bearing on executive branch leadership toward fulfillment of 
the Commission's recommendations* 

In setting forth the current status of this analysis by the 
Bureau of the Budget of the several categories of recommendations included 
in -the Commission's report and outlining the actions that are being taken 
to carry out many of them, this statement makes clear that most of the 
recommendations or their objectives have the endorsement of the executive 
branch. Full implementation of many of the basic recommendations will 
not be accomplished overnight because, as the Commission recognized, the 
changes needed in agency accounting systems are essentially of a 
long-range nature* Furthermore, action on a number of the recommendations 
is primarily dependent upon acceptance by the Congress. 

Budgeting 

With respect to Federal budgetary practices, the Commission's 
principal recommendations call for (a; continued use of performance 
budgeting, (b) formulation and administration of agency budgets on a 
cost basis, (c) appropriations based on accrued expenditures, and (d) 
authorization for limited periods of continuing Government programs not 
susceptible to the usual budget controls. 
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Perfor manc e budget. The first Hoover Commission recommended the 
adoption of a performance budget, defining it as a budget based upon 
functions, activities, and projects and contrasting it with former 
budgets which had focused attention mainly upon such things as personal 
services, supplies, and equipment. The second Hoover Commission and 
its Task Force both noted that considerable progress has been made 
toward achieving a performance budget and recommended further steps to 
establish such classifications as are necessary to present the budget 
on a performance basis. 

There has been continuous effort for several years to refine 
budget and accounting classifications in the interest of synchronizing 
organization structures, budgets, and accounting systems and to 
encourage the use of perfonnance budgets and reports in agency operations. 
We are in f ull agreement with these suggestions of the Commission and 
propose to intensify our efforts to carry them out. 

Agency budgets based on cost . In recommending a cost basis for 
agency budgets, the Commission wanted these budgets to show the actual 
and estimated costs of goods and services consumed each year in carrying 
out budgeted programs rather than be limited to the actual and estimated 
obligations that are now shown, which take into account but fail to 
disclose the use of carryovers of inventory and working capital resulting 
from obligations of prior years. Thus, agency budgets would more readily 
enable all concerned to relate budget figures for a given year to the 
co3t of work or services performed during that year. 

Cost-type budgeting is now used by Government corporations. A 
few other agencies also present cost-type budgets to the Congress, in 
instances where the Appropriations Committees have indicated that such 
presentations are acceptable to them. Those include the Atomic EnerQT 
Commission and the Bureau of the Mint whose accounting systems now produce 
data on the costs of goods and services consumed. A number of other 
agencies are able to formulate cost-type budgets and have submitted their 
budgets on that basis for review by the Bureau of the Budget. 

We agree with the Commission that the installation of accounting 
systems which will produce cost information should be expedited; and, as 
pointed out later in this report, actions are being initiated to strengthen 
executive branch leadership for improvement of accounting, including steps 
to stimulate and assist agencies in establishing such accounting systems. 
Agency accounting systems are not, of course, overhauled overnight but as 
soon as accounting systems are producing the necessary data on a fully 
reliable basis proposals for incorporating cost data in the Budget 
Document can and will be made to the Appropriations Committees. 
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Arrarooriations based on accrued expenditures. The Hoover 
Commission's recommendation that accrued expenditures be used as a basis 
for appropriations calls for significant changes in present executive 
branch and congressional practices. Appropriations are now made in terms 
of obligations, with amounts appropriated serving as a limit on goons 
and services to be ordered; whereas the Commission favored appropriation 
of amounts covering goods and services to be received each year , with 
supplementary congressional authorization and limitation for long 
lead-time programs as required. 

Those agencies able to formulate their budgets on a cost basis 
now have accounting systems which furnish, at successive stages of their 
operations, data showing the costs of goods and services ordered, 
received, and consumed. Such agencies can operate 
expenditure appropriations, and other agencies will be able to do 
soon as accounting systems which can produce information for cost 
budgeting are installed# 

We believe that a change to appropriations on an accrued 

suture basis arSSta. branch 

TITSonStsl! E^TtSSerable Ferenc, of opinion 

vithin the Congress and the executive branch both as to the advan ages 

as is e rri e nnS^r£o?o 

£h^dopt this 

The Hoover Commission recognized the long-range character of 

ISS i.gr=ss 3SST 

«3SSg=3Ei£®SES: 

S5SSSS “ 

proceed more rapidly toward the ultimate objective. 

Idsdted 

SSS5 SS2? ^-Stihie to the usual budgetary control* 
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ordinarily be enacted for a limited term in order to require periodic 

renews ot their usefulness. The need for periodic review 
anrt+h^ Programs by the legislative and executive branches is recognized. 
Bu ^? au wil ?-» as the Commission suggested, continue to keep such 

reY i ew ' proposing legislative amendments whenever 
necessary to assure their conformity with budget policies. 


Accounting and Auditing Practices 

ff already indicated, fulfillment of the Hoover Commission's 
recommendations for strengthening Federal budgetary practiceTis laJgelv 
dependent upon an intensification of efforts to install improved 8 ^ 
accounting systems throughout the Government. Significant^ among the 
oramission s recommendations for improving accounting and auditing nrwtii'ei! 
is . proposal for acceleration of rtforta to iSaU aS^Sf 

EEEaSs Th! ">iritenance of Oovemnent accounts S^tho 

accrual oasis. The Commission also made proposals dealing with 

SSSi°»n S oCl? U ; t “ ntS 'a US ! ° f 8 Si ^ acconSlTlaS^enoy for 
^ n of obligations and other practices in the settlement of claims 
relief of accountable officers in certain instances, and the need for * 
examination of revolving fund and internal audit practices. 

Govpmnip M o^J- ac cpuhting . The Commission's recommendations that 
™£^?r accounting systems be kept on the accrual basis and that adequate 
monetary property accounts be included as an integral Dart of such fiw +2!f 
fooos. d attention on the need for a Mthod of ££“ 

assure the development of accurate information on the cost of work or 
services performed. The accrual method of accounting will disclose the 
/ ea0 7 C / S , ^ Uy applied to °P era tions perf^eddSnga 
SfS d ^ ri ° d , (whi f iS n0t of obligation accounts that disclose 
only the value of goods ordered) and at the same time will provide needed 
information on the value of resources available for future operations. 

. a+all . . We in agreement with the Commission's proposals. The 
installation of accrual accounting systems has been a major objective of 
the Joint Accounting Program, which has made considerable progress 2 

remains, but the development of accrual accounting throughout the 

^fT, 8 ? 8 ? 1 * 1 “ a incr '“ ed 

of the Budget and the Joint Accounting Program. Such systems are 

f ess ? ntlal to the efforts that will be ma ,2 to cany out the 
Hoover Commission's proposal for developing budgets on a cost bZis. 

Al lotment structure. The goal recommended by the Commission of 

operating unit from a single allotment for each appropriation 
involved m its operations is a desirable one. The simplification of 


21 


Approved For Release 2000/08/29 : CIA-RDP78-05252A0001 001 10003-3 



Approved For Release 2000/08/29 : CIA-RDP78-05352A0001 001 10003-3 

agency allotment structure through the establishment of allotments at 
highest practicable organizational levels consistent with management 
responsibility has been a matter of continuing concern, and considerable 
progress has been made. Further attention in a number of agencies is 
still needed and will be provided. 

Payment of ob ligations and claims . The Commission's proposal 
that agencies consolidate their appropriation accounts at the end of a 
fiscal year in order to reduce the number of accounts from which payments 
to close out unliquidated obligations are made and its recommendation 
that the agencies rather than the General Accounting Office settle 
c laims against lapsed appropriations would bring about desirable 
simplifications. We look with favor upon the Commission's objectives. 

After several years of work, legislation to accomplish these objectives 
has been developed by staff of the Joint Accounting Program and is now 
being considered by the Congress* 

Liability of accountable officers . The Commission's 
recommendation that the Comptroller General be authorized to relieve 
accountable officers of financial liability except where losses result 
from their own negligence or from fraud was aimed at eliminating red 
tape resulting from overcautious practices designed to assure compliance 
with many prohibitory statutes. Legislation on this subject, somewhat 
different from the exact proposal of the Commission, was enacted after 
the Commission's studies had been coiqjleted. This legislation, 
developed by the Joint Accounting Program with our support, is expected, 
for practical purposes, to attain the results sought by the Commission 
and at the same time assure ample protection to both the Government and 
its accountable officers* 

Review of revolving funds and internal auditing. The preview of 
agency fSnds, proposed by the Commission as a means of assuring 

that they are created and continued only where they will contribute to 
efficient management, has been and will continue to be carried on as a 
part of the budget process. The Commission's recommendation that a 
study "be made to determine the adequacy of internal auditing in 
Government agencies will be considered for initiation by the Joint 
Accounting Program. That program has actively promoted and assisted 
agencies in the development of internal audit systems, and the General 
Accounting Office regularly examines agency internal auditing practices 
as a part of its comprehensive audits. The proposed study may provide 
a helpful evaluation of the results being achieved by such systems. 

Central Financial and Performance Reporting 

The Hoover Commission made several recommendations aimed at 
developing and providing more comprehensive reports on both the financial 
results^and the performance of Government programs. Its recommendations 
included proposals for increased and continuing emphasis upon the 
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improvement of Treasury's central fiscal reports, for a special study 
to eliminate duplicate accounting within the Treasury Department and 
between that department and other agencies, and also for the development 
ty the Bureau of the Budget of Government-wide reports on executive^ 
branch performance and on the financial results of Government operations. 

. . . T he improvement of central financial reporting is a major 

continuing activity of the Joint Accounting Program, and work is 
currently under way on installation of a system designed to eliminate 
jSf C /w aC +? Unt L^ within _ the Treasury Department. A working group of the 
Acoonnbiag P^ogran has also developed a new central accounting 

^ t ^! , + 3 ‘ nS ^ a3 i ed + ;Ust rf“ ^ Treasur y Department, which will enable 
action to eliminate certain detailed accounts in the Treasury Department 
aa agency accounts demonstrate that they can supply data needed 
f , centra \ financial reports. Intensified efforts to improve 
agency accounting systems will result in the more rapid elimination of 
duplicate accounts in the Treasury Department, thus achieving the 
objective sought by this recommendation of the Commission. 

The proposal that the Bureau of the Budget develop central 
performance reports raises a number of questions on the needs to be 

Jf™ 1 Specii ’ ic kLads of sports required to meet the purposes 
underlying the recommendation. Our prior experience with performance 
reports suggests several alternative approaches to the Commission's 

rr±°^ eCti r^ WhdCh or may not require additions to the reports 
which are furnished to the President informally throughout the year and 

+° r ®i°™f L:iy . whe ^ annual hidget is being formulated. Any additions 

the S agencies rtS Sh0Uld be accora P llshe d a minimum of new demands on 

We shall continue our review of these matters, including 

wlth Treasury officials as appropriate, and will mate specific 

C °f ide f^ ion a * a later date. The development of central 
reports on the financial results of Government operations would constitute 
a new function for the Bureau, and one that would parallel the central 
fiscal reporting functions of the Treasury Department# 


Financial Organization 

.. . , n Th ® Hoover Commission's Budget and Accounting Report proposed 

the establishment of comptroller organisations in the principal agencies 
and recommended that the Bureau of the Budget establish an Office of 

ounting -that would include among its duties the rendering of assistance 
to agency comptrollers. 6 

Th ? Proposal for agency comptrollers, if interpreted to mean the 
? h < pattern of organization upon all agencies, would 

conflict with the guiding principles of organization which were laid down 

26 


Approved For Release 2000/08/29 : CIA-RDP78-05252A0001 001 10003-3 



Approved For Rmase 2000/08/29 : CIA-RDP78-05a62A0001 001 10003-3 

t>y the first Hoover Commission and which have since won wide acceptance 
in both the executive branch and the Congress. In order that agency- 
heads may be held accountable for agency operations, they must have 
authority to control the internal organization of their agencies. We 
believe that there should be effective coordination of agency budget and 
accounting functions but that the principle of agency head accountability 
should be maintained and the inposition of a fixed pattern of organization 
on all agencies should be avoided. We do not believe that the Commission 
intended that a comptrollership organization such as it described should 
be made mandatory for all agencies, either ty a statutory or Presidential 
mandate, but rather that the Commission was directing its recommendation 
to the responsible heads of the agencies for their consideration. 

The recommendations regarding the accounting organization and 
functions of the Bureau of the Budget were designed to strengthen the 
Bureau's role in the improvement of Government accounting. Until recently 
the Bureau of the Budget had a small Accounting Group in the Office of 
Management and Organization, the staff of which acted as the Bureau's 
representatives in the Joint Accounting Program. We agree that the 
executive branch should assume greater leadership in the accounting field 
and believe this would be an important factor in inproving coordination 
of budgeting and accounting in the Government. We also concur that the 
Bureau's capacity to assist agencies in inproving their facilities for 
financial management should be further developed. As a first step 
toward these objectives, an Assistant Director of the Bureau of the 
Budget with many years of experience in public accounting practice has 
been given the job of developing and supervising an expanded accounting 
program for the Bureau and of providing leadership on behalf of the Bureau 
in increasing the impetus to accounting reforms throughout the Government. 


Strengthening the Managerial and Budgeting Functions of the 

Bureau of the Budget 

The first recommendation in the Hoover Commission's Budget and 
Accounting Report proposed that the managerial and budgeting functions 
of the Bureau of the Budget be strengthened and made more effective. 

In this connection, it suggested that, if necessary, increased resources 
should be provided for the Bureau and that some of the Bureau's staff 
should be physically located throughout the year in the offices of the 
major agencies. 

The Commis sion's proposal for expansion and strengthening of 
the Bureau of the Budget is one of major importance to other objectives 
of the Commission. It has a direct bearing on how fast and howvell the 
executive branch carries out many of the recommendations cited above and, 
in addition, governs the ability of the Bureau to take appropriate action 
on recommendations contained in other reports of the Commission ~ notably 
those dealing with paperwork management and general services matters. 
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The resources currently available in the Bureau do not permit a 
satisfactory level of accomplishment in its presently assigned functions, 
much less permitting the expansion called for by the Commission. 

The suggestion that Bureau personnel be located in the major 
agencies must be evaluated in terms of its impact upon Bureau-agency 
relationships. For best results, the Bureau has found that 
relationships with the agencies must be based on cooperation and 
mutual understanding of the basic factors underlying the submission 
and presentation of agency budgets. Because most agencies believe 
that the placement of Bureau staff in the agencies would result in a 
diffusion of agency budget and management responsibilities, adoption 
of the proposal probably would not contribute to better or more 
effective relationships between the Bureau and the agencies. Limited 
attempts which the Bureau has made in the past toward the type of 
arrangement proposed have met with little success. 

We believe that the objective sought by the Commission will 
be achieved if the Bureau* s staff is enlarged and if measures are 
invoked to increase substantially the proportion of staff time spent 
in on-site reviews of agency operations. There has been a steady 
reduction in the staff of the Bureau for the past seven or eight years 
in the face of a very great increase in work. As one of the results of 
those conflicting trends the Bureau* s staff members have been forced 
to do more and more of their work behind their desks, with maty 
undesirable results. It is our firm intention to take all possible 
measures to bring Bureau staff into closer contact with agency 
operations and employees and thus to correct the undesirable situation 
that has developed* 

The steady reduction in the size of the Bureau’s staff has 
been felt in all of the Bureau’s activities, but its most adverse 
effects have been upon the management functions assigned to the Bureau 
by the Budget and Accounting Act of 1921, the Budget and Accounting 
Procedures Act of 1950, and several Executive Orders. The Commission 
suggested that the Bureau’s job of reviewing and promoting improved 
management and organization throughout the executive agencies should 
be strengthened. We are in agreement with that suggestion and fully 
recognize how important it is that the Bureau of the Budget provide, 
on behalf of the President, continuing attention to the evaluation, 
development, and promotion of improved organization, coordination, 
and management in the executive branch. 

Additional staff resources for the Bureau will be needed to 
enable the Bureau to put additional emphasis on its management functions, 
including the improvement of executive branch budgeting and accounting 
methods and procedures. Favorable action by the Congress on a propos al 
by the President for enlargement of the Bureau's staff will enable the 
Bureau to provide greater help to the President by extending his 
leadership in improvement of Federal administration and in obtaining 
better and more economical performance of Government programs. 
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APPENDIX III 

PROPOSED SUPPLEMENTAL APPROPRIATION FOR THE 
BUREAU OF THE BUDGET, EXECUTIVE OFFICE OF THE PRESIDENT 


COMMUNICATION 

From 

THE PRESIDENT OF THE UNITED STATES 
Transmitting 

A PROPOSED SUPPLEMENTAL APPROPRIATION FOR THE FISCAL 
YEAR 1957, IN THE AMOUNT OF $1+05,000, FOR THE BUREAU OF 
THE BUDGET, EXECUTIVE OFFICE OF THE PRESIDENT 


THE WHITE HOUSE, 
Washington, May 10, 1956 

THE SPEAKER OF THE HOUSE OF REPRESENTATIVES. 

Sirt I have the honor to transmit herewith for the consideration 
of the Congress a proposed supplemental appropriation for the fiscal 
year 1957, in the amount of 51+05,000, for the Bureau of the Budget, 
Executive Office of the President. 

As explained in my message to the Congress of May 10, 1956, the 
proposed appropriation represents a necessary step in carrying out 
the recommendations for further improvement in executive branch 
budgeting, accounting, and management generally which were made by 
the Commission on Organization of the Executive Branch of the 
Government, chaired by former President Herbert Hoover. Expansion 
of the staff resources of the Bureau of the Budget is needed in 
order that the Bureau may provide , on my behalf , more active central 
leadership in the advancement of administration in the executive 
agencies. 

Details of this proposed appropriation and the reasons for its 
submission at this time are set forth in the attached letter from 
the Director of the Bureau of the Budget. 

Respectfully yours, 

DWIGHT D. EISENHOWER. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
BUREAU OF THE BUDGET 
Washington, D. C., May 7, 1956 

THE PRESIDENT, 

The White House. 

Sir: i have the honor to submit herewith for your consideration a 
proposed supplemental appropriation for the fiscal year 1957, in the 
amount of IU05,000, for the Bureau of the Budget, Executive Office of 
the President, as follows: 

EXECUTIVE OFFICE OF THE PRESIDENT 
BUREAU OF THE BUDGET 
SALARIES AND EXPENSES 

For an additional amount for "Salaries and expenses", $1$5,000: 
Provided, That the limitation under this head in the General Government 
Matters Appropriation Act, 1957 > on the amount available for expenses 
of travel is increased from "$70,000" to "$110,000", the limitation 
thereunder on the amount available for services as authorized by the 
Act of August 2, 19l*6, is increased from "$20,000" to "$25,000", 
and the maximum per diem rate for individuals serving pursuant to 
said Act is increased from "$50" to "$ 75 ". 

This proposed supplemental appropriation for the Bureau of the 
Budget is necessary to carry out the decision of the President, based 
on recommendations of the Commission on Organization of the Executive 
Branch of the Government (Hoover Commission), to strengthen and make 
more effective the Bureau's management review and budgeting functions. 
Approval of the proposed appropriation by the Congress will permit the 
Bureau of the Budget to accelerate its efforts to bring about desirable 
improvements in executive branch budgeting, accounting, and management 
generally, as proposed in the Commission's report on budget and account- 
ing. Through these efforts, the Bureau will increase its activities 
in the field of management review, and also expand its participation 
with the General Accounting Office and the Treasury Department in the 
joint accounting program to improve further accounting practices in 
the executive agencies in accordance with the objectives of that program. 

As provided by section lOlj of the Budget and Accounting Procedures 
Act of 1950, the President, through the Director of the Bureau of the 
Budget, is "authorized and directed to evaluate and develop improved 
plans for the organization, coordination, and management of the execu- 
tive branch of the Government with a view to efficient and economical 
service." Strengthening of the management review and budgeting functions 
of the Bureau of the Budget will make it possible to bring about more 
rapidly desirable improvements in the organization and management in 
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the executive branch and to obtain better and more economical per- 
formance of Government programs. The proposed appropriation will 
permit employment of specially qualified personnel needed for this 
purpose. The increases in limitations are needed to permit effective 
utilization of the additional appropriation. 

This proposed appropriation was not included in the budget because 
a determination as to its necessity and nature was not made until 
after the executive branch had completed its analysis of the budget 
and accounting recommendations of the Commission on Organization of 
the Executive Branch of the Government, which occurred after the 
budget had been prepared. 

I recommend that the foregoing proposed supplemental appropriation 
be transmitted to the Congress. 

Respectfully yours. 


PERCIVAL BRUNDAGE, 

Director of the Bureau of the Budget. 
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APPENDIX IV 


FEDERAL BUDGETING AND ACCOUNTING PRACTICES BY THE COMMISSION 
ON ORGANIZATION OF THE EXECUTIVE BRANCH OF THE GOVERNMENT 


MESSAGE 

from 

THE PRESIDENT OF THE UNITED STATES 


TRANSMITTING 

RECOMMENDATIONS RELATIVE TO A REPORT ON FEDERAL BUDGETING AND ACCOUNTING 
PRACTICES BY THE COMMISSION ON ORGANIZATION OF THE EXECUTIVE BRANCH 

OF THE GOVERNMENT 


To the Congress of the United States: 

The Commission on Organization of the Executive Branch of the 
Government, headed b y former President Herbert Hoover, has set 
important and desirable objectives for the improvement of Federal 
administration and for providing more effective methods in the 
financing and control of Government services. Cooperatiye action 
on the part of the legislative .and executive branches is required 
in order to bring about more rapidly the fulfillment of those 
objectives. 

The Commission's report on Federal budgeting and accounting 
practices is an important contribution toward the attainment of 
more effective and economical governmental services. It includes 
significant recommendations showing how the Federal Government can 
bring about improvements in budgeting, accounting and management 
practices generally. Because these recommendations pertain to vital 
responsibilities of the Chief Executive, I am especially and per- 
sonally appreciative of the contribution which Mr. Hoover and his 
distinguished associates have made. 

BUDGETING AND ACCOUNTING PRACTICES 

These recommendations of the Commission have been studied 
extensively by the executive branch with a view toward identifying 
all possible actions that can be taken to strengthen the adminis- 
tration of the executive agencies. I have already approved plans 
developed by the Director of the Bureau of the Budget to intensify 
efforts of the executive branch toward that objective. These plans 
include actions to accelerate the establishment and use of modern 
accounting methods and improved budget presentations and controls. 

I consider it desirable and necessary that the executive departments 
and agencies actively and fully participate in carrying out these 
plans. 
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The actions being taken by the executive branch to put many of 
the Commission's proposals into effect will require close coordination 
with the legislative branch and merit the support which the Congress 
should and can provide. I urge that the Congress seek the early 
enactment of appropriate legislative provisions to support the major 
objectives of the Commission's recommendations. 

The initial recommendation of the Commission's report on budget 
and accounting calls for the strengthening of the management review 
and budgeting functions of the Bureau of the Budget. This is of 
signal importance to the attainment of the Commission's objectives 
in this field. It has a direct bearing on how fast and how well 
the executive branch carries out the plans which I have approved. 

Because the resources of the Bureau of the Budget must be increased 
if it is to provide, on ny behalf, strengthened leadership in the 
improvement of executive branch budgeting, accounting, and other 
management practices, I am proposing to the Congress a supplemental 
appropriation to permit an expansion of the Bureau's staff for this 
purpose. 

Today's Government demands the use of the best and most economi- 
cal methods that can be devised. To that end, we should take full 
advantage of the constructive proposals put forth by Mr. Hoover and 
his able associates. 

Dwight D. Eisenhower 


The White House, May 10, 1956 
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APPENDIX 7 


Public Law 798 - 8Uth Congress 
Chapter 727 - 2d Session 
H. R. 9593 

AN ACT 

To simplify accounting, facilitate the payment of obligations, and 

for other purposes 



Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled. That (a) the account 
for each appropriation available for obligation for a definite 
period of time shall be closed as follows: 

(1) On June 30 of the second full fiscal year following the fiscal 

year or years for which the appropriation is available for obligation, 
the obligated balance sha ll be transferred to an appropriation account 
of the agency or subdivision thereof responsible for the liquidation of 
the obligations, in which account shall be merged the amounts so trans- 
ferred from all appropriation accounts for the same general purposes: 
and ’ 

(2) Upon the expiration of the period of availability for obligation, 
the unobligated balance shall be withdrawn and, if the appropriation was 
derived in whole or in part from the general fund, shall revert to such 
fund, but if the appropriation was derived solely from a special or 
trust fund, shall revert, unless otherwise provided by law, to the fund 
from which derived: Provided, That when it is determined necessary by 
the head of the agency concerned that a portion of the unobligated 
balance withdrawn is required to liquidate obligations and effect ad- 
justments, such portion of the unobligated balance may be restored to 
the appropriate accounts: Provided further. That prior thereto the 

head of the agency concerned shall make such report with respect to each 
such restoration as the Director of the Bureau of the Budget may require, 
and shall submit such report to the Director, the Comptroller General, 
the Speaker of the House of Representatives, and the President of the 
Senate * 

(b) The withdrawals required by subsection (a) (2) of this section 
shall be made — 

(1) not later than September 30 of the fiscal year 
immediately following the fiscal year in which the period 
of availability for obligation expires, in the case of an 
appropriation available both for obligation and disbursement 
on or after the date of approval of this Act; or 

(2) not later than September 30 of the fiscal year 
immediately following the fiscal year in which this Act 
is approved, in the case of an appropriation, which, on 
the date of approval of this Act, is available only for 
disbursement. 
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(c) For the purposes of this Act, the obligated balance of an 
appropriation account as of th8 close of the fiscal year shall be 
the amount of unliquidated obligations applicable to such appro- 
priation less the amount collectible as repayments to the appro- 
priation} the unobligated balance shall represent the difference 
between the obligated balance reported pursuant to section 1311 (b) 
of the Supplemental Appropriation Act, 1955 (68 Stat. 830; 31 U.S.C. 

200 (b)), and the total unexpended balance. Collections authorized 
to be credited to an appropriation but not received until after the 
transfer of the obligated appropriation balance as required by sub- 
section (a) (1) of this Act, shall, unless otherwise authorized by 
law, be credited to the account into which the obligated balance 
has been transferred, except that any collection made by the General 
Accounting Office for other Government agencies may be deposited 
into the Treasury as miscellaneous receipts. 


(d) The withdrawals made pursuant to subsection (a) (2) of this 
section shall be accounted for and reported as of the fiscal year in 
which the appropriations concerned expire for obligation. The with- 
drawals described in subsection (b) (2) of this section shall be 
accounted for and reported as of the fiscal year in which this Act 
is approved. 

Sec. 2. Each appropriation account established pursuant to this 
Act shall be accounted for as one fund and shall be available without 
fiscal year limitation for payment of obligations chargeable against 
any of the appropriations from which such account was derived. Subject 
to regulations to be prescribed by the Comptroller General of the 
United States, payment of such obligations may be made without prior 
action by the General Accounting Office, but nothing contained in this 
Act shall be construed to relieve the Comptroller General of the United 
States of his duty to render decisions upon request® made pursuant to 
law or to abridge the existing authority of the General Accounting 
Office to settle and adjust claims, demands, and accounts. 


Sec. 3. (a.) Appropriation accounts established pursuant to this 
Act shall be reviewed periodically, but at least once each fiscal year, 
by each agency concerned. If the undisbursed balance in any account 
exceeds the obligated balance pertaining thereto, the amount of the 
excess shall be withdrawn in the manner provided by section 1 (a) (2) 
of this Act; but if the obligated balance exceeds the undisbursed 
balance, the amount of the excess, not to exceed the remaining unobli- 
gated balances of the appropriations available for the same general 
purposes , may be restored to such account. A review shall be made as 
of the close of each fiscal year and the restorations or withdrawals 
required or authorized by this section accomplished not later than 
September 30 of the following fiscal year, but the transactions shall 
be accounted for and reported as of the close of the fiscal year to 
which such review pertains. A review made as of any other date for 
which restorations or withdrawals are accomplished after September 30 
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in any fiscal year shall be accounted for and reported as transactions 
of the fiscal year in which accomplished: Provided , That prior to any 
restoration under this subsection the head of the agency concerned shall 
make such report with respect thereto as the Director of the Bureau of 
toe Budget may require# 

(b) In connection with his audit responsibilities, the Comptroller 
General of the United States shall report to the head of toe agency 
concerned, to the Secretary of the Treasury, and to the Director of 
the Bureau of the Budget, respecting operations under this Act, 
including an appraisal of the unliquidated obligations under the appro- 
priation accounts established by this Act. Within thirty days after 
receipt of such report, the agency concerned shall accomplish any 
actions required by subsection (a) of this section which such report 
shows to be necessary. 

Sec. !*• During the fiscal year in which this Act becomes effective, 
and under rules and regulations to be prescribed by the Comptroller 
General of the United States, the obligated balance of the appropria- 
tion account for payment of certified claims established pursuant to 
section 2 of the Act of July 6, 19k9 (63 Stat. 1*07 } 31 U.S.C. 712b), 
shall be transferred to the related appropriation accounts established 
pursuant to this Act and the unobligated balance shall be withdrawn. 

Sec. 5. The obligated balances of appropriations made available 
for obligation for definite periods of time under discontinued appro- 
priation heads may, upon the expiration of the second full fiscal year 
following the fiscal year or years for which such appropriations are 
available for obligation, be merged in the appropriation accounts pro- 
vided for by section 1 hereof, or in one or more other accounts to be 
established pursuant to this Act for discontinued appropriations of 
the agency or subdivision thereof currently responsible for the liquidation 
of the obligations. 

Sec. 6# The unobligated balances of appropriations which are not 
limited to a definite period of time shall be withdrawn in the manner 
provided in section 1 (a) (2) of this Act whenever the head of the 
agency concerned shall determine that the purposes for which toe appro- 
priation was made has been fulfilled} or in any event, whenever dis- 
bursements have not been made against toe appropriation for two full 
consecutive fiscal years: Provided, That amounts of appropriations not 
limited to a definite period of time which are withdrawn pursuant to 
this section or were heretofore withdrawn from toe appropriations account 
by administrative action may be restored to the applicable appropriation 
account for the payment of obligations and for the settlement of accounts# 
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Sac* 7. The following provisions of law are hereby repealed: 

(a) The proviso under the heading "PAYMENT OF CERTIFIED CLAIMS" 
in the Act of April 2£, 19U5 (59 Stat. 90; 31 U.S*C* 690); 

(b) Section 2 of the Act of July 6, 19U9 (63 Stat. U07; 31 U.S.C* 

712b), but the repeal of this section shall not be effective until 
June 30. 19?7s 

(c) The paragraph under the heading "PAYMENT OF CERTIFIED CLAIMS" 
in the Act of June 30, 19h9 (63 Stat* 358$ 31 U*S.C* 712c); 

(d) Section 5 of the Act of March 3, 1875 (18 Stat* Ul8; 31 U.S*C* 

713^)} &Ud / r'\ 

(e) Section 3691 of the Revised Statutes, as amended (31 U.S.C. 715;* 

(f ) Any provisions (except those contained in appropriation Acts for 
the fiscal years 1956 and 1957) permitting an appropriation which is limited 
for obligation to a definite period of time to remain available for expen- 
diture for more than the two succeeding full fiscal years, but this subsec- 
tion shall not be effective until June 30, 1957. 


Sec. 8. The provisions of this Act shall not apply to the appropria- 
tions for the District of Columbia or appropriations to be disbursed by 
the Secretary of the Senate or the Clerk of the House of Representatives. 


Sec. 9. The inclusion in appropriation Acts of provisions excepting 
any appropriation or appropriations from the operation of the provisions 
of this Act and fixing the period for which such appropriation or appro- 
priations shall, remain available for expenditures is hereby authorized. 


Approved July 25, 1956. 
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APPENDIX VI 


Public Law 863 - 81ith Congress 
Chapter 811* - 2d Session 
S. 3897 


AN ACT 


To improve governmental budgeting and accounting methods and procedures, 

and for other purposes 

^ enac ^ ec ^ by bhe Senate and House of Representatives of the 
United States of America in Congress assembled. 


AMENDMENTS TO THE BUDGET AND ACCOUNTING ACT, 1921 

Sec. 1 (a) Section 201 of the Budget and Accounting Act, 1921, 
as amended (31 U. S. C. 11), is further amended by inserting 11 (a)" 
after the words "Sec. 201, « } by changing subsection (a) to sub- 
paragraph (1); fcy adding after subparagraph (1) a new subparagraph 
(2; at such times as may be practicable, information on program 
costs and accomplishments"} by changing subsections (b) through (1) 
to subparagraphs (3) through (11), respectively. 


(b) Section 216 of such Act, as amended (31 U. S. C. 2li) is 
further amended by inserting "(a) after the words "Sec. 216. "’and 
by adding the following new subsections: 


"(b) The requests of the departments and establishments for 
appropriations shall, in such manner and at such times as may be 
determined by the President, be developed from cost-based budgets. 


, ,"i c } For P ur P oses of administration and operation, such cost- 

n«H e ?hJ? dget K S 5f 11 i be used ^ a11 departments and establishments 
and their subordinate units* Administrative subdivisions of 

appropriations or funds shall be made on the basis of such cost- 
based budgets 


AMENDMENTS TO THE BUDGET AND ACCOUNTING PROCEDURES ACT OF 1930 


Sec. 2 (a) The Budget and Accounting Procedures Act of 1930 
amended by inserting after section 103 thereof the following new 
section: 


is 


11 ACCOUNTING AND BUDGET CLASSIFICATIONS 

+J3+ " S ®^‘ _T he ^ ead ° f each executive agency shall, in consul- 

tation with the Director of the Bureau of the Budget, take whatever 
action may be necessary to achieve, insofar as is possible, (1) con- 
sistency in accounting and budget classifications, (2) synchronization 

tuir e anri°^ nting 3 ? d budget c Ossifications and organizational struc- 
3 ® upport of the budget justifications by information on 
performance and program costs by organizational units." 
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(b) Section 113 of such Act (31 U. S. C. 66a) is amended by 
adding at the end thereof the following new subsection: 

"(c) As soon as practicable after the date of enactment of this 
subsection, the head of each executive agency shall, in accordance 
with principles and standards prescribed by the Comptroller General, 
cause the accounts of such agency to be maintained on an accrual 
basis to show the resources, liabilities, and costs of operations 
of such agency with a view to facilitating the preparation of cost- 
based budgets as required by section 216 of the Budget and Accounting 
Act, 1921, as amended. The accounting system required by this sub- 
section shall include adequate monetary property accounting records 
as an integral part of the system. 11 

(c) Section 118 of such Act is amended by inserting "113 (c)" 
after the words "section 111". 

SIMPLIFICATION OF SYSTEM FOR SUBDIVIDING FUNDS 

Sec. 3 Section 3679(g), Revised Statutes, as amended (31 U. S. C. 

663 (g)), is further amended by adding at the end thereof the follow- 
ing sentence: "In order to have a simplified system for the adminis- 
trative subdivision of appropriations or funds, each agency shall 
work toward the objective of financing each operating unit, at the 
highest practical level, from not more than one administrative sub- 
division for each appropriation or fund affecting such unit." 

Approved August 1, 1936 
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APPENDIX VII 


THE WHITE HOUSE 
(August 1, 1956) 


STATEMENT BY THE PRESIDENT 


I have today approved S. 3897 , "To improve governmental 
udgeting and accounting methods and procedures, and for other 

’k +I hiB v. n ! W 1 ? gislation ^presents a major step forward 
toward a better budgeting and accounting system throughout the 

uovernment. Its enactment was recommended by the Commission on 
Organization of the Executive Branch of the Government. As 
originally introduced, however, the bill would have provided for 
adoption of the accrued expenditure appropriation procedure. 

mA«v LwJ^ Si £ n + ^ laW v 0uld be desirable and would have 

many benefits both for the legislative and executive branches. 

f shall rocommend to the next Congress that further consider- 
+S°!v e ? iT<m t0 J the enactment of legislation which will permit 
the use of accrued expenditure appropriations whenever such pro- 
cedure is considered appropriate in relation to the improved budget 
and accounting systems developed under the new law. g 
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APPENDIX VIII 


ILLUSTRATIONS OF COST-BASED BUDGET 
PRESENTATIONS FOR APPROPRIATIONS 
WHERE COST DATA ARE AVAILABLE 
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COST-BASED BUDGET PRESENTATIONS 
USED IN THE I957 BUDGET 


lt3 


Approved For Release 2000/08/29 : CIA-RDP78-05252A0001 001 10003-3 



Approved For Releaj^2000/08/29 : CIA-RDP78-05252£g001 001 10003-3 


Operating Expenses, Atomic Energy Commission 

FROtiRAM AND WNANCINO 


1955 actual 


1056 estimate 


1057 estimate 


Program by activities: 

Accrued coats: 

1. Source and special nuclear ma- 

terials 

2. Weapons 

3. Reactor development 

4. Physical research 

5. Biology and medicine 

fl. Community 

7. Program direction and adminis- 

tration .. 

8. Security Investigations 

9. Other costs... 

Total costs 

10. Revenues applied 

Net coats 

1). Relation of costs to obligations: 
Increase or decrease (— ) in 
selected resources available for 
future application to activity 
costs 

Total obligations 



$878,524,000 

267.139.000 

159.927.000 

51.419.000 

29. 172.000 

20.065.000 

$1,012,582,000 

282.470.000 

234.935.000 

65.698.000 

31.527.000 

17.950.000 

33,953, 406 

9, 817,431 
-10, 360, 343 


38,327,000 

6,610,000 

6,375,000 

1,099, 293,438 
-17,167, 446 

1,456,339,000 

-30,226,000 

1,696,460,000 

-33,797,000 

1,062,125,992 

1,426,113,000 

1,662,672,000 

-231,957,950 

78,659,772 

29, 328,000 

850,168,042 

1,504,972, 772 

1,692,000,000 


Financing: 

Comparative transfers from other 

accounts. -21, 476, 087 

Unobligated balance transferred from 
"PJpnt and equipment, Atomic 
Energy Commission" (69 Stat. 354, 

450) 

Unobligated balance no longer available. 344, 931, 727 


-33,641,000 

-571, 400, 000 
20,000,000 


Appropriation. . . 
^appropriation. 


1,098,962,300 

74,661,382 


575,000,000 1,672,000,000 

344,931,772 20,000,000 


1 1 . Relation of costs to obligations . — The year-end 
balances of selected resources together with the related 
changes for the years' 1955, 1956, and 1957, are as follows: 

SELECTED RESOURCES 

Yoar-ond balances: 195 i actual 1955 actual 1956 estimate 1957 cMimute 

Inventories (goods unoonsumed 

by activities) $88,514,195 $103,562,912 $120,081,849 $138, 734, 59T 

Collateral funds (insurance col- 
lateral, employee benefit, and 

annuity funds) 23,890,000 22,890,000 21,290,000 21,290,000 

Undelivered orders (goods and 
services on order not yet re- 
ceived) ... 738,090,377 492,083,710 556,024,545 566, 699, 737 


Total Selected resources. ... 850, 494, 572 618, 536, 622 697, 396, 304 726, 724, 394 

Increase or decrease (— ) In se- - : is ass 1 sssssssasssssssssst sacs 

lectcd resources available for 
future application to activity 

costs -231,957,950 78,859,772 29,328,000 

The estimate for 1957 includes $18.6 million to increase 
the level of inventories and $10.7 million to increase the 
level of undelivered orders. The inventories of various 
kinds are maintained primarily by contractors to support 
the operation of Commission-owned production plants 
and laboratories. The increase in inventories for 1957 is 
required to support expanding reactor operations. The 
increase in the level of undelivered orders is related 
primarily to the continued expansion of the reactor 
development effort. 


- from pp . 116-9 of the 1957 budget 
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Operating Expenses, Canal Zone Government 


PROGRAM AND FINANCING 


1955 actual 


1956 estimate 


1657 estimate 


Program by activities : 

1. Civil functions: 

(a) Customs and immigration. . 

(b) Postal service 

(c) Police protection. 

(d) Fire protection 

(e) Judicial system 

( f) Education 

(a) Public areas and facilities. 

(hj Library 

(0 Internal security 

(j) Other civil affairs 

2. Health and sanitation: 

fa) Hospitals and clinics 

(6) Other public health services.... 
8 . General government expenses: 

(o) Office of the Governor 

(b) Other general government ex- 

pense 

(c) Adjustment to prior year costs. 


Total costs 

Kelation of costs to obligations: 

Increase or decrease (— ) in selected 
resources available for future appli- 
cation to activity costs ----- 

Depreciation included in activity 
costs (-) - 

Total obligations 


$410, 807 
1,073,214 
1, 624,740 
663, 130 
60,126 
2,772,090 
1,168,724 
75, 214 
102,963 
97,332 

5, 133,612 
702, 917 

26,432 

1,029,614 

-70,086 


14,667,130 


$193, 211 
-865,872 


13,994,460 


$441, 700 
1, 141,600 
1, 594, 200 
586,000 

68.700 
3,069,300 
1,232,900 

88.500 

107.500 
106,400 

5,357,100 

632,800 

50.700 
1,605,200 


16,682,600 


-$46,900 

-877,000 


16,058,700 


$440,200 

1. 133.400 

1.668.400 
823,600 

68,600 
3, 101, 200 
1,226,000 
105,200 
106,900 
106,400 

5,413,500 

607,500 

60,700 

1,726,000 


16,676,500 


-$916,600 


16, 660, 000 


Financing: 

Unobligated balance no longer available. 


23,631 


Appropriation — 

Proposed supplemental due U> pay 
increases 


14,018,000 


14, 500,000 


15, 080, 000 


658,700 


Relation of costs to obligations— Change in selected 
resources available for future application to activity costs . 

The changes in unapplied resources are derived from 
account balances shown in the following table: 


SELECTED RESOURCES 


Balance, June 30: 

Stores (goods unconsumcd by 

Undelivered orders (goods and 
services on order, not yet 

received) 

Adjustment in prior years 

Accrued annual leave (leave 
earned and not taken by em- 
ployees, charged to project 
costs) - 

1954 actual 

$115,804 

103, 210 
55^911 

1965 actual 

$111, 868 

120, 858 

1966 estimate 

$111, 868 

73, 958 

1957 estimate 

$111,868 

73,958 

-1,606,383 

-1,481,796 

-1,481,796 

-1,481,795 

Total selected resources... 

-i, 442, 280 

-1,24b, 089 

-1,295,969 

-1, 295, 969 

Increase or decrease (— ) In 
selected resources avail- 
able for future applica- 
tion to activity costs... 


193,211 

-46,900 



Depreciation included in activity costs.— Depreciation 
accruals on facilities and equipment capitalized under the 
capital outlay appropriation are included in activity costs. 
Appropriation requirements are reduced by the amount 
of such charges as funds are not required for depreciation. 


- from pages 631-2 of the 1957 budget 
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Salaries and Expenses, Bureau of the Mint 


FHOGRAU AN D FINANCING 



1955 actual 

1956 estimate 

1957 estimate 

Program by activities : 

1. Manufacture of coins (domestic) 

2. Processing deposits and Issues of 

monetary metals and coins 

3. Protection of monetary metals and 

coins 

$1,617,674 

833,963 

716, 324 
538,007 1 
125, 237 
109,196 

$1,403,000 

825.000 

720.000 

475.000 

127.000 
504,814 

$1,403,000 

825.000 

720.000 

475.000 

127.000 

100.000 

4. Refining gold and silver bullion 

5. Executive direction 

6. Equipment acquisitions 

* 

Total costs 

Relation of costs to obligations: Increase 
or decrease (— ) in selected resources 
available for application to future ac- 
tivity costs , 

3,940,401 i 

i 

1 

430,677 | 

4,054,814 

-404,814 

3,650,000 

Total obligations 

financing: 

Appropriation (adjusted) 


4,371,078 

3,650,000 

3, 650,000 

4,371,078 

3,650,000 

3,650,000 


Relation of costs to obligations . — The increase or decrease 
(— ) in selected resources available for application to 
future activity costs is derived from account balances in 
the table below: 


Balance, June 30: 

Inventories (goods un consumed by projects). 
Undelivered orders (goods and services on 

order not yet received) 

Adjustment in prior years 

Accounts receivable 

Accrued annual leave (leave earned and not 
taken by employees charged to prolect 
costs) 


1954 

1966 

1966 

1967 

actual 

actual 

estimate 

estimate 

$718, 468 

$745,287 

$745,287 

$745, 287 

77,946 
-4, 469 

363,975 

21,475 

21, 475 

7,394 

74,265 

11,951 

11,951 

-523, 637 

-477, 148 

-477, 148 

-477,148 


Total selected resources 275, 702 706,379 301,565 301,565 

Increase or decrease (— ) in selected —— 

resources available for future appli- 
cation to activity costs 430, 677 - 404, 814 


The increase in selected resources for 1955 was due to 
the purchase of copper contained in silver being returned 
by the Netherlands Government, undelivered equipment 
orders, and uncollected reimbursements. Delivery of the 
equipment and collection of the reimbursements will 
result in a decrease for 1956. 


- from pages 922-3 of the 1957 budget 
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Salaries and Expenses, Office of Superintendent of Documents 


PROGRAM AND FINANCING 



1055 actual 

1056 estimate 

1957 estimate 

Program by activities: 

1. Sales distribution 

2. Distribution for other agencies and 

Members of Congress 

3. Depository library distribution 

4. Cataloging and indexing 

Total costs 

Relation of costs^o obligations: 

Increase in selected resources avail- 
able for future application to ac- 
tivity costs...... ............... 

$1, 620, 287 

541,526 

427,070 

227,516 

$1, 710, 631 

568, 826 
440, 245 , 
238,568 

$1,741, 261 

570, 011 
457,28 8 
242,840 

2,826,308 

8,417 

2,067,270 

3, 020, 400 

Total obligations 

Less reimbursable obligations 

Total direot obligations 

Financing: 

Unobligated balance no longer available. 

Appropriation. 

Proposed supplemental due to pay 
increases ... - --- 



2,834,725 

31,838 

! 2,967,270 

30,000 

3,020,400 

30,000 

2,802, 887 

22,113 

2,037,270 

2,990,400 

2,825,000 

2,850,000 

87,270 

2,990,400 





- from page 35 of the 1957 budget 
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COST-BASED BUDGET PRESENTATIONS 
SHOWN IN BUREAU OF THE BUDGET 
CIRCULAR NO. A-ll 
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COST-TYPE BUDGET STATEMENT 
FOR CURRENT EXPENSES 


PY-l - year preceding post year 
PY - past year 
CY - current year 
BY - budget year 


appropriation title r Salaries and Expenses, Bureau of Research, 
Department of Government 

PROGRAM AMD FIN AH CINQ 


w by activities t 

Market analysis 

Product manufacture 
Operation of facilities 

Security 

A Aainist ration 


Relation of costs to obligations! 

Increase or decrease (-) in selected resources 
available for future application to activity 
costs _ 


Total obligations 


Financing ! 


Unobligated balance no longer available 


This entry represents the change 
from start to end of the year in 
those assets and liabilities which 
•nter into obligations before they 
become costs, or vice versa, such 
as inventories, undelivered orders, 
and accrued annual leave. The 
method of comuptotfon is ex- 

? Joined In the schedule on "Re- 
ation of Costs to Obligations." 


Exclude from this line orders on 
which advance payments have been 
made. 


|3,10U,205 
901*, 026 
790, Wj9 
292,966 
ll8.6iil 

5,290,287 


5,255>U6l 


5,260,000 


Relation of Costs to Obllga tions 


| Selected Resources 

Balanoe, June 30 i 

Stores (goods uno ensured by projects),,.... 
Advances (payments for goods and service* 

not yet received) , 

Undelivered orders (goods and services on 

order not yet received) 

Adjustment in prior years 

Accrued annual leave (leave earned and not 
taken by employees, oharged to 
project coats) 


Total selected resources 


Inarea se or decrease (-) in selected 
resources available for future ap- 
plication to activity costs 


♦2,728,000 

882,800 

757.200 

287.200 
12lt.8Q0 

U, 780,000 


ii, 760,000 


h, 760,000 


|2,5l7,itOO 

871»,600 

756.000 

283.000 

12ii.800 

li,55o,ooo 


li,525,ooo 


h, 525,000 



(July 27, 1966) 
Fig. 5 
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GOST-TYPE BUDGET STATEMENT 
FOR MAJOR PROCUREMENT 



(July 27, 1955) 
Fig. 6 
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GOST-TYPE BUDGET STATEMENT 
FOR CONSTRUCTION (PUBLIC WORKS) 
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(July 27, 1955) 
Fig. 7 
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